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Summary of Funding Policy Trends
As of November 12, 2020

Texas Government Code Section 802.2011 requires all public retirement systems to “adopt a written
funding policy that details the governing body’s plan for achieving a funded ratio that is equal to or
greater than 100 percent.” The first funding policies were due from systems by February 1, 2020.

e Funding policies received from 96 of 100 plans
e 4 plans still have not sent funding policies:

Colorado River Municipal Water District DB Retirement Plan?
Midland Firemen's Relief & Retirement Fund?

Northeast Medical Center Hospital Retirement Plan

University Park Firemen’s Relief & Retirement Fund?

Summary of Funding Policies from Plans with Non-ADC Contribution Structures

Under a fixed-rate funding structure, the contribution rate is a set percentage of payroll specified in
statute or ordinance or local bargaining agreements rather than the actuarially determined contribution
(ADC). In this summary, Non-ADC plans include fixed-rate and other funding structures that do not receive
the ADC. The PRB has received funding polices from 55 Non-ADC plans.

Joint Funding Policy Development with Sponsor

1 Non-ADC system developed the funding policy jointly with its sponsor, which was adopted by City
Council and signed by the Mayor. At least 3 other systems worked with the sponsor to include risk-sharing
elements supported by both parties.

Risk-Sharing
12 of 55 Non-ADC plans used risk-sharing elements within their funding policy, such as:

e Proportionate employer/employee contribution increases when benchmark not met

e Consideration/recommendation of benefit and additional contribution changes if proportionate
increases insufficient

e Cost-of-living increases tied to investment returns

Contribution/Benefit Parameters

15 of 55 Non-ADC plans utilized parameters on contributions and/or benefit changes, such as:
e Considering contribution decreases/benefit enhancements only if funded ratio or amortization
period maintains certain threshold after the action taken
e Reinstating previous benefit reductions prior to decreasing contribution rate
e Tying COLA to CPI

1 Plan has been in contact with the PRB and has indicated that they are working towards completing this
requirement.



ADC Benchmarking
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Fifty of 55 funding policies from Non-ADC plans utilized ADC benchmarking, as presented in the table
below. Four of 55 Non-ADC plans use alternative approaches from utilizing an ADC benchmark, which

are detailed in the following section.

Number of Plans

Benchmark Amortization Period

Total

CLOSED

15-year

20-year

25-year

30-year

22

LAYERED-CLOSED

20-year

25-year

30-year

Rl |k

40-year

CLOSED W/ ULTIMATE LAYERED-CLOSED BENCHMARK

25-year to 15-year layered

25-year to 20-year layered

30-year to 15-year layered

30-year to 20-year layered

35-year to 20-year layered

RININIERININ

35-year to 30-year layered

10

OPEN/ROLLING

[

10-year

30-year

40-year

10

Total Fixed Rate/Other Plans

50
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ADC Benchmark Comparison: Conditions that Trigger Actions and Actions Resulting from Trigger

The following table summarizes the various actions resulting from ADC benchmark comparisons for the
55 Non-ADC plans that utilized benchmarking. Numbers represent the number of plans with the
particular provision in their funding policy.

ADC Benchmarking

If the ADC benchmark rate differs from the plan’s contribution rate, the board will:

With the City, develop plan of action to bring combined contribution to benchmark

Recommend additional sponsor contribution

12 Notify the sponsor and/or member association and:
5 Consider or recommend contribution changes
- Request a meeting to develop a 20-yr plan to establish fixed contributions to
achieve 100% funding over a 30-yr closed period
1 Take all appropriate measures to maintain a fiscally responsible fund
If the ADC benchmark differs from the plan’s funding period, the board will:
1 Work with sponsor to address contribution rate and/or plan modifications
10 Notify the sponsor and/or member association and work with the sponsor to consider
modifications to benefits and/or contribution levels
3 Adhere to FSRP requirements in their governing statute, resulting in contribution

increase

If the ADC benchmark differs from the plan’s funding period or contribution rate, the board will:

18 Notify the sponsor and/or member association and:
17 May consider whether contribution rate increases and/or benefit formula
reductions should be pursued
1 Engage in planning as needed to ensure progress toward goals
50 Total utilizing ADC benchmarking
Alternative Benchmark
3 The Board will request a contribution rate change in appropriations request if the
funding period is greater than the benchmark
1 The Board will request a contribution change if the UAAL is not projected to decline
No Benchmark
1 None
55 Total Non-ADC plans
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Summary of Funding Policies from ADC and Modified ADC Plans

In this summary, Modified ADC Plans includes thirteen plans that contribute on an actuarially
determined basis but may not receive the full ADC each year.

Risk-Sharing
12 of 41 ADC/Modified ADC plans used risk-sharing elements within their funding policy, such as:

e Proportionate employer/employee contribution increases
e A '"target contribution rate," along with an associated min/max corridor, is established via a risk
sharing valuation study (RSVS)

Contribution/Benefit Parameters
28 of 41 ADC/Modified ADC plans utilized parameters on contributions and/or benefit changes, such as:
e Considering contribution decreases/benefit enhancements only if funded ratio or amortization
period maintains certain threshold after the action taken
Amortization Policy

The following table summarizes these plans’ amortization policies.

Number of Plans Amortization Period Total
1 Fully Funded
17 Closed at/under 30 years
19 Layered-Closed at/under 30 years 41
4 Rolling at/under 30 years
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Funding Policy Summary Tables
















































